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1 . FRENCH PETROLEUM CONSUMPTION IN 1975 DROPPED BACK 
ALMOST TO 1972 LEVELS, AND AT 95.7 MILLION TONS DURING 
THE YEAR STOOOD ALMOST 10 PERCENT BELOW 1973 CONSUMP- 
TION. FOR MAJOR PRODUCTS, THE SHARPEST DECLINE WAS IN 
HEAVY FUEL OIL CONSUMPTION (DOWN ABOUT 17 PERCENT FROM 
1974 LEVELS DUE TO THE RECESSION); HOME HEATING OIL 
CONSUMPTION DECLINED AGAIN DUE TO THE SECOND STRAIGHT 
MILD WINTER. GASOLINE CONSUMPTION HOWEVER REMAINED 
DISCONCERTINGLY HIGH, RECOVERING TO VERY SLIGHTLY ABOVE 
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GASOLINES 16 MILLION TONS/YEAR, HOME HEATING OIL 30 
MILLION TONS/YEAR, AND HEAVY FUEL OIL 29 MILLION TONS/ 
YEAR. 

2. FRENCH OIL IMPORTS, DUE TO DESTOCKING FROM ABNORM- 
ALLY HIGH 1974 LEVELS, DROPPED ALMOST 20 PERCENT DURING 
1975 TO 105 MILLION TONS. MAJOR SUPPLIES (75 PERCENT) 
CONTINUE TO COME FROM MIDDLE EAST, PARTICULARLY P.G. 
TERMINALS. SAUDI ARABIA IS MAJOR SUPPLIER, FURNISHING 
ALMOST ONE-THIRD OF TOTAL; SECOND MAJOR SUPPLIER-IRAQ- 
IS FAR BEHIND WITH APPROXIMATELY 12 PERCENT. ALGERIA 
ACCOUNTED FOR ONLY 5.5 PERCENT OF TOTAL SUPPLIES. 

3. PRICES OF PETROLEUM PRODUCTS WERE INCREASED BY 
APPROXIMATELY 9 PERCENT AT END OF 1975, IN RESPONSE TO 
OPEC'S 10 PERCENT PRICE INCREASE OF OCTOBER. PERMIS- 
SIBLE CEILING PRICES WERE RAISED ON GASOLINES (4 PER 
CENT), DIESEL FUEL (8 PERCENT), HOME HEATING OIL 

(1 1 PERCENT), NAPHTHA (8 PERCENT) AND LPGS (APPROXI- 
MATELY 3.5 PERCENT). HIGH TEST GASOLINE NOW COSTS 
1.9 FRANCS/LITER, OR APPROXIMATELY $1.55/GALLON, AND 
HOME HEATING OIL 0.67 FRANCS/LITER; THESE PRICES ARE 
52 AND 132 PERCENT RESPECTIVELY ABOVE THEIR OCTOBER 
1973 LEVELS. RESIDUAL FUEL OIL PRICES. HOWEVER, WERE 
NOT RAISED IN EFFORT NOT TO HARM POSSIBLE ECONOMIC 
RECOVERY (SEE REFTEL, HOWEVER, FOR TAXATION DISINCENTIVE 
TO INCREASED RESIDUAL CONSUMPTION.) 

4. AS USUAL, HOWEVER, NO ONE HAS BEEN FULLY PLEASED 
BY NEW PRICE AUTHORIZATIONS. REFINERS CLAIM THEY STILL 
WILL NOT BE ABLE TO RECOUP ALL OPERATING AND CAPITAL 
COSTS, AND THAT THEY WILL NOT BE ABLE TO FINANCE NEEDED 
RESTRUCTURING OF REFINERY INDUSTRY (COST OF NEEDED 
CRACKING UNITS DURING NEXT 5 YEARS ESTIMATED AT 10 
MILLION FRANCS). GASOLINE RETAILERS CLAIM THEIR 
ALLOTTED MARGIN IS TOO SMALL, AND HAVE ENGAGED IN WILD- 
CAT STRIKES TO PROVE THEIR POINT. FINALLY, ELECTRICITY 
AND GAS MONOPOLIES CLAIMING EQUIVALENT RATE INCREASES 
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TO FINANCE (IN THE FIRST CASE) A DEFICIT EXPECTED TO 
REACH OVER 5 BILLION FRANCS IN 1975, OR (IN THE SECOND 
CASE) EXPANDED PURCHASES OF IMPORTED GAS SUPPLIES. 

5. REPORT OF SPECIAL COMMISSION ON GOF POLICY TOWARD 
OIL COMPANIES, COMMISSIONED BY GOF LAST YEAR IN WAKE OF 
LEFT-WING ATTACKS ON ADEQUACY OF GOF ADMINISTRATIVE AND 
LEGAL REGIME FOR OIL INDUSTRY (WHICH DATES FROM 1928), 

HAS FINALLY BEEN SUBMITTED TO GOVERNMENT BUT IS BEING 
CLOSELY HELD. ITS CONCLUSIONS ARE REPORTED TO CALL FOR 
NO MAJOR CHANGES, AND GOF IS APPA RENTLY UNWILLING TO 
GIVE ITS OPPONENTS THE OPPORTUNITY TO ATTACK ITS 
REFORMIST IMAGE WHICH THE REPORT WOULD OFFER. WE 
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UNDERSTAND REPORT BEING "RE-WORKED", WHICH MAY BE 
EUPHEMISM FOR PRIVATE INTERMENT. 
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6. GOF APPROVED PLANS IN EARLY JANUARY FOR LONG- 
DISCUSSED MERGER OF STATE-OWNED ELF/ERAP AND ITS 49 
PERCENT PRIVATELY-OWNED AFFILIATE SNPA (AQUITAINE). 
MERGER ACTION FOLLOWS SEVERAL YEARS' JOINT MANAGEMENT, 
AND WILL HAVE LITTLE SIGNIFICANT EFFECT IN TERMS OF 
COMPANY POTENTIAL OR CAPACITIES. NEW GROUP TO BE 
CALLED SOCIETE NATIONALE ELF AQUITAINE (SNEA) WILL 
BENEFIT BY AVAILABILITY OF INCREASED (TO ELF/ERAP) CASH 
FLOW ASSOCIATED WITH SNPA S LACQ GAS FIELD WHILE SNPA 
STOCKHOLDERS WILL HAVE LONG-TERM ADVANTAGE OF HOLDINGS 
IN MORE DIVERSIFIED COMPANY FOR PERIOD (POST 1983) WHEN 
GAS FIELDS PEAK OUT. NOT ALL ARRANGEMENTS FOR MERGER 
HAVE BEEN WORKED OUT, AND POSSIBILITY EXISTS THAT NEW 
PUBLIC STOCK ISSUE MAY BE FLOATED IN ORDER TO REDUCE 
GOVERNMENT SHARE IN SNEA. 

7. FRANCO-SOVIET GAS CONTRACT BECAME EFFECTIVE 

1 JANUARY AND SOVIETS REPORTEDLY BEGAN GAS DELIVERIES 
AS OF THAT DATE. SOVIET GAS BEING DELIVERED IN FACT TO 
ITALIANS (SNAM) IN SWAP FOR EQUIVALENT QUANTITIES OF 
ITALIAN-PURCHASED GAS FROM DRENTHE FIELD IN THE 
NETHERLANDS. CONTRACT CALLS FOR 1 BILLION CUBIC METER 
DELIVERIES IN 1976, CLIMBING TO 4 BILLION IN 1980 BY 
WHICH TIME DIRECT DELIVERIES MAY BEGIN THROUGH TRANS- 
FRG PIPELINE. 
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